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dividends were six per cent, up to thirty if the dividends
were twenty-five. Five years later, the tax was replaced by
the system to be explained below.

Ohio and Virginia were the only other states which began
and for some time continued to tax banks on dividends,
although several states, like Vermont, in chartering special
banks sometimes inserted a provision in the charter, reserv-
ing a portion of the profits or dividends. In Ohio a tax of
four per cent on dividends was imposed in 1815, but in
1816 the general banking law obliged the banks to set aside
profits which at the expiration of the charter would amount
to four per cent of the total stock. In 1825 this charge was
commuted into a tax of from two to four per cent on divi-
dends, and in 1831 the rate was raised to five per cent. In
1845 banks were required to pay, in lieu of the tax on divi-
dends, six per cent on the profits, deducting expenses and
ascertained losses. Five years later the taxation of profits
or dividends was abolished, and the banks were henceforth
taxed at the rate of the general property tax on the amount
of their capital stock and contingent fund. In Virginia
the dividends tax did not begin until 1846, when the banks
were required to pay one and a quarter per cent on dividends.
This rate was gradually changed until during the Civil War
it reached seventeen per cent. In 1870 a new system was
introduced, based partly on capital stock, partly on income
or dividends above $1500; but in the following year the
present method was adopted.

While Pennsylvania and Virginia were the only common-
wealths to retain dividends as the basis of taxation, a few
states taxed banks on their capital stock. Thus the Massa-
chusetts tax of 1812, changed in 1828 to a tax of one per
cent on the amount of the capital stock actually paid in,
remained in force practically without change until the
Civil War, when the state banks were superseded by th$
national banks. This tax was in addition to that levied
on the individual stockholders, but, curiously enough, it
applied only to the chartered, not to the free banks.